
North-State Telephone Company 

June 20,2005 

Ms. Marlene Dortch 
Office of the Secretary 
Federal Communications Commission 
445-12’h Street, SW 

RE: CC Docket No. 96-45 
USAC Letter Dated June 3,2005 

This letter is to appeal USAC’s adjustment to North-State Telephone Company’s (North- 
State) 2001 LSS payments and to request a Declaratory Ruling regarding the 
interpretation of 47 CFR Part 36.125(a)(5). 

Background: 
On October 1,2004 USAC sent a letter to us indicating that North-State’s 1996 
weighted DEM factor exceeded the 85% cap and that there was an error in the 
LSS computation. (See Attachment 1) 
On October 5,2004 North-State faxed an authorization to release data to USAC 
asking that they immediately send the original and USAC’s revised calculation of 
the 2001 LSS to our consultant GVNW. (See Attachment 2). USAC faxed the 
input data to GVNW, but it was not legible so GVNW followed up with a call to 
USAC. USAC sent an e-mail containing the data, hut refused to provide the 
calculations they performed. 
On October 6,2004 North-State sent a letter to USAC indicating their original 
letter was confusing and that they were attempting to put Caps in computations 
that are inconsistent with the FCC’s Rules. (See Attachment 3) 
On October 27,2004 USAC responded with some clarification that it was the sum 
of the LSS factor and the unweighted DEM factor that was limited to 85% and 
that if the sum exceeded 85% an adjustment is made to the LSS Factor. USAC 
also indicated the Company could appeal USAC’s adjustment either to USAC or 
to the FCC. (See Attachment 4) 
On November 8,2004 we filed an appeal with USAC demonstrating that the sum 
of the LSS and the 2001 unweighted DEM did not exceed the 85% cap and thus 
the company’s LSS for 2001 should not have been adjusted. (See Attachment 5) 
On February 9,2005 USAC sent a notification that they had received the appeal 
and they expected to have a decision within ninety (90) days from the date of the 
letter. (See attachment 6) 
On June 3, 2005 USAC sent us their determination letter in which they denied the 
appeal. It was in this letter that we first found the issue causing the dispute. 
Specifically, USAC uses the 1996 unweighted DEM in performing the limitation 
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test rather then the current year (in this case the 2001) unweighted DEM. (See 
Attachment 7). 

Discussion 

We believe that USAC is in violation of Part 54.301(a)(3) of the Commission’s Rules. 
Specifically, the Part 54.301(a)(3) requires the use of the unweighted DEM as defined in 
Part 36.125(a)(5). There is no provision in the language of this rule which supports the 
interpretation that Part 36.125(a)(5) uses 1996 dial equipment minutes. 

In USAC’s June 3, 2005 letter it is not clear if USAC is actually interpreting the rule 
incorrectly, or if they are trying to shift the responsibility for not following the rule to the 
FCC or OMB because the data collection form does not ask for the current year’s DEM. 
In either case, we believe the rules should be administered as written. 

If it is USAC’s interpretation that the rules require the use of the 1996 weighted DEM in 
the limitation test, we dispute their interpretation and ask the Commission to issue a 
declaratory ruling. In the following, we offer support for the position that Part 
36.125(a)(5) is not defined as the 1996 unweighted DEM: 

On February 26, 1998 our consultant Kenneth T. Burchett from G W  had an ex 
parte meeting with the FCC staff to discuss the specifics as to how the newly 
adopted LSS rules were to work. A four page model was discussed which clearly 
lays out the computations. In that presentation the limitation test was illustrated 
and the DEM was defined as the current year DEM. See pages 1 and 2 of the 
attachment 1 included with the ex parte filing. (Ex parte Filing, please see 
attachment 8) 
NECA administers the common line and traffic sensitive pool requiring the use of 
the current year DEM for developing the local switching factor. They have 
required this since 1998 as documented in their requirements to all pool 
participants. 
We are aware of no FCC rule or Order that would change the definition of Part 
36.125(a)(5) to be the 1996 DEM. 

If USAC is arguing that they don’t have the authority to collect the data required to 
perform the limitation in accordance with the rules, we ask the Commission to take the 
steps that are necessary to authorize USAC to collect this data. 

We believe it was the Commission’s intent to link the LSS computation to the Local 
Switching computation used in the allocation of Central Office Equipment Category 3 
Investment. We believe that two administrative bodies (Le. NECA and USAC) should 
not be administering the same rule with different interpretations. If it is determined that 
USAC’s procedures are consistent with the rules, we ask that the Commission order 
NECA to allow any companies that are adversely impacted by NECA’s interpretation to 
correct their data and receive settlements for all periods affected. 



Summarj 

In summary, we ask the Commission for a Declaratory Ruling regarding the 
interpretation of Part 36.125(a)(5), whether it is interpreted to require 1996 data as 
administered by USAC, or current year data as administered by NECA. 

If the Commission holds that USAC’s method is correct, we ask that the Commission 
allow all companies that were adversely impacted by NECA’s requirement to use current 
year data rather than 1996 data, be allowed to make adjustments beyond the 24 month 
window on pooling operations, and resubmit their studies for settlements. 

If the Commission holds that NECA’s method and the method presented in the GVNW 
ex parte with the Commission are correct, we ask that the Commission take what ever 
steps are necessary to allow USAC the ability to gather the information required to 
properly administer the Commission’s Rules. 

Sincerelv. 
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SAC 

Universal Service Administrative Company 
High Cos1 & Low Income Division 

Kyen M. Majcher 
Director. Htgh Con 

October 1,2004 

Jama Damon 
North-State Tel. Co. 
One Telephone Drive 
P.O. BOX 609 
Mt. Vernon, OR 97865-0609 

Name Original 2001 Corrected 2001 LSS 
LSS True Up LSS True Up Adjustment 

Amount Amount 
I I 1 I 

532388 1 North-State Tel. Co. I$113,765 IS104,107 1 49,658 

We apologize for the inconvenience that this adjustment has caused. If you have any questions, 
please do not hesitate to call USAC's Customer Service Center at 877-877-4925. 

Sincerely, 
~ - .- - 

//4L 
Karen M. Majchn 
Director, High Coa 

2000 L S m .  N.W.. Suite 200. Washington, DC 20036 Voice: 202.776.0200 Fm: 202.776.0080 
Visit us onlins ax: ~ ~ . u d v ~ ! ~ , a ~  
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AtkGCLNA 2 
TELEPHONE CO. 

One Telephone Drive 
P. 0. Box 609 

Mt. V m .  97865 
[541] 93241 1 

USAC - FAX # 202 776 0080 

October 5.2004 

Authorization for Release of Data 

North-State Tel. CO. 
SAC 532388 

.. \. 

To: Universal Service Adminishativc Company 

RE: 

In the October 1,2004 letter to our compmy, USAC indicated an adjustmcnt was being 
made IO OUT Local Switching Support. The letter was confusing in that it appears to 
imply caps on certain components of the LSS computation that an not consistcnt with the 
rules. 

In order for us to verify these computations, we ask that you immediately send the 
original and USAC's revised calculations to our Consultant (GVNW) by faxing the 

October 1,2004 Letter - Local Switching Support Calculation Error 

tion to them at 503 (612) 4401. 

O C T  5 ' E 4  8:35 15419324498  PAGE.BE1 
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I 
October 6,2004 

Karen M. Majcha 
Universal Savice Administrative Company 
High Cost & Low Income Division 
2000 L Sweet, N.W. 
Suite 200 
Washington, DC 20036 

Dear Ms. Majchcr: 

This letter is in response to your October 1,2004 letter regarding "Local Switching 
Support Calculation Errors". 

The letta is confusing in that it appears USAC is attempting to implement caps on 
certain computations that are not consistent with the rules. For example, the letter states: 

'Those caniers affected are cartiers whose uncapped 1996 welghtcd DEM factor 
exceeded the eight-five percent (65%)cap." 

This stalement seems to imply that there is an 85% cap on the weighted DEM factor. 
There is no such cap in the FCC rules and regulations. The rules define the weighted 
DEM as the interstate DEM times a multiple. While there is a cap on the COE Cat 3 
allocation factor in the Part 36 rules, and there is a cap on the combined LSS and the 
unweighted DEM in the Part 54 rules, then is no such limitation on the weighted DEM 
computation. This was addressed in a request for interpretation from our consultant 
GVMK on Juac 16,1998. (See CC Docket No. 96-45, DA No. 98- 1421). 

In thc last sentence in the first paragraph of the letter you indicate thc following: 

"The error occurred because the LSS factor was not capped at 85% when the 
uncapped 1996 weighted DEM factor was exceeded." 

Hm again. it appears that USAC is implementing a cap on the 1996 weighted DEM 
factor. There was no such cap on the weighted DEM in 1996. In that ycar. if tht 

15415324458 PRGE.OO1 
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Weighted DEM exceeded 85% it was not used, Le. the mles required the use of either 
85% or the Weighted DEM, which ever was less. There was no limitation on the 
weighted DEM, the limitation was on the COE Categoy 3 allocation factor. 

We also disagree with USAC making adjustments to OUT payments for September 2004 
as tbc LSS support was initially paid to the NECA pool and any corraCtions that are 
appropriate should be made though the NECA settlement process just as the original 
payments were. We have heard informally that it i s  USAC's intent to flow these 
adjus!ments through NECA for all Traffic Sensitive pooling participants. If this is so, we 
ask that you provide written clarification that the originel letter was incorrect. 

We also ask that this letter serve as authorization for you to provide any data regarding 
our company's calculation to our consultant GVNW Consulting, Inc. 

If you have any questions mnccming the above, please contact Ken Burchea ftom 
C W  at 503 612-4408. 

Gary Miller 
CC: GVNW 

NECA 
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Universal Service Administrative Company 
High Cost & Low Income Division 

I(mnMM* 
Dirrmr.HiphCou 

October 27,2004 

G&y Milk 
North-State Telclcphoae Co. 
One Telephone Dr. 
P.O. Box 609 
Mt Vanon OR 97865 

Dcar Gary M i l k  

I am writing in response to your later regarding the 2001 Local Switching Support (LSS) 
calculation mor. I apologize if my original lma was confusing, and I will address each 
of the points that you raised. 

8Spercent cup. As you may know, USAC calculates LSS according to the Federal 
Communications Commission's (FCC's) rulw. According to Section 54.301(a)(3) of the 
FCC's rules, when calculating LSS, rbe sum of the unwcightcd intentatc DEM factor and 
the local support factor shall not exceed 85 percent. If the sum of those two faoton 
would a c e d  85 percent, the l d  switc btor  shall be reduced to a level that would 
reduce the sum of the factors to 85 puwnt. When the original 2001 U S  -up 
calculations were performed, if the nun of the unwdghtsd inlentate DEM factor and the 
local support factor exceeded 85 percent, the sum of the two factors was not reduced to 
85 percent. This calculation was inconsistent with the PCC's rules and was an error. 
During an audit of the 2001 LSS true-up, this error in thc LSS calculation was found. 
USAC, therefore., has recalculated tht 2001 LSS me-up for all cpnicrs. 

Recowry offin&. For the affected &a, USAC will be rcwvming the funds in the 
September 2004 high cost payments that will be disbursed at the end of October 2004. 
These funds will be netted against all high cost payments that your company receives. 
Because USAC calculates and disbwea high cost support, we must adjust carriers' 
support a c d n g l y  when an error is found. In the past, USAC disbursed all high c a t  
support payments to NECA on bdulf of itm member 00mprniCa NECA used this 
information in itm settlement pronsc; however, USAC never disburscd high cost support 
directly to the NECA pool. 

This historical prsctice of sending NECA all high cost disbursement information has 
recently changed with the irnplancntation of USAC's new FCC Form 498. Now, carriers 
may elect whae their high cost support is to be disbursed - directly to themselves or to 

9 

' Su 47 C.F.R $54.301(aX3) 
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an agent acting on their behalf. I would encounp you to carefully consider your 
company’s options. 

Remedies. As is the case with any administrative decision made by USAC, you have the 
right to appeal this decision. You may appeal to USAC or the FCC. and the meal must 
be filed within 60 days of the netting of &I high cost support That netting &urrcd on 
October 27’. so the 60-day window within which you may file an appeal began 011 that 
by. 

AS YOU q u w t d ,  wc will smd ~ O L U  2001 LSS trU8-Q dota to GVNW Colrs~ltin& I~c. 
Again, we apologize for the inconvenience that this adjustment has cwsed. Lf you have 
any questions, please do not heritate to c d  USAC‘s Customer Service Center at 877- 
8774925. 

Kpren M. Majchu 
Dimor, Hi& cost 
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One Telephone Drive 
P. 0. Box 609 

Mt. Vernon, Oregon 97865 
[541] 932-441 1 

November 8,2004 

Ms Karen M. Majcher 
Universal Service Administrative Company 
High Cost & Low Income Division 
2000 L Street, N.W. 
Suite 200 
Waslungton, DC 20036 

Dear Ms Majcher: 

This letter is to appeal the a,ustments identi,.-- .n your October 2004 letter regarding 
“Local Switching Support Calculation Errors”. Based on the clarification that you 
provided in your October 27,2004 letter, we do not believe the adjustment is appropriate. 

In your clarification letter you cited the 85 percent cap rule contained in Part 
54.301(a)(3). The rule inmcates that if the sum of the unweighted DEM factor and the 
LSS factor exceed .85, then the LSS factor would be reduced so that the sum did not 
exceed .85. You inhcated that ‘’when the original 2001 LSS true-up calculation was 
performed, if the sum of the unweighted interstate DEM factor and the local support 
factor exceeded 85 percenf the sum of the two factors was not reduced to 85 percent. 
Ths calculation was inconsistent with the FCC’s rules and was an error. During an audit 
of the 2001 LSS true-up, ttUs error in the LSS calculation was found.” 

We appeal t h s  adjustment because the sum of the LSS and the unweighted DEM did not 
exceed the 85% limitation. Following are the two components of the test: 

LSS - 1996 weighted DEM minus the 1996 unweighted DEM ,604778 
2001 unweighted DEM ,227690 

Sum of two components ,832468 

As the sum of these two components did not exceed the 85% limit, there should be no 
adjustment to the company’s LSS. 



Ms Karen M. Majcher 
Universal Service Administrative Company 
High Cost & Low Income Division 

Date 

Page 2 of 2 

This appeal is being filed as provided in the remedies section of your letter of October 27, 
2004. 

If you have any questions about the above request, please contact our consultant Ken 
tt at GVNW Consulting Inc. at 503 612-4408 

Gary Miller 
General Manager 
North-State Telephone Company 

CC: Jeffery Carlisle (Chief Wireline Competition Bureau) 
Jeff h p r e e  (NECA Whippany) 
Ken Burchett (GVNW) 
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Universal Service Administrative Company U A C  High Cod & Low Income Division 
~ 

Karm M. Mqinhcr 
Director, High Cort Suppon Mechanism 

February 9,2005 

cary Miller 
North-SWt? T~ltphone Company 
One Telephone Drive 
P.O. Box Go9 
Mt. Vernon. OR 978654605, 

RE: Appeal 

Dear Gary Miller: 

This letter is to inform you that USAC has rcceived your appeal to the High Cost and 
Low Tncomc Commillce. Currently, USAC is in the process of reviewing your appeal in 
order to make a determination based on its merits. Please be advisod that USAC may 
require additional information in order to make a dccision with regard to your appeal. 
USAC cxpects to havc a decision within ninety (90) days ofthe date of this l e m .  

Should you have any questions, please contact a representative of the High Cost group. at 
202-776-0200. 

k r e n  M. Majclier- 
Director, High Cost Support Mechanism 

ZOO0 L Street N.W., Suite 200. Wuhington, DC 20036 Voim 202776.0200 Par: 202.776.0080 
Visit us onllns at h U p Y ~ . . u n h e M m  
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Universal Service Administrative Company USAC 
Junc 3,2005 

MLGaryMillU 
North State Telephone Company 
One Telephone Drive 
P.O. Box 609 
Mt. Vernon. OR 91865 

RE: North State Telephone Canpany 

Dear h4r. Miller 

After thorough review, thc Universal SeMce Adminis!ntivc Company (LJSAC) has 
completed its evaluation of the Letter of Appeal filed on behalf ofNorth State Telephonc 
Company (North State) dated Novcmbcr 8,2004. Your appeal challenges USAC's 
adjustmeat to Local Switchq Support (LSS) for the 2001 True-Up period. 

Factual Background: 
Periodically, USAC is subject to both intemal and external audits. When audit findings 
demonstrate that USAC has made mors in calculathg support paid to curies, USAC 
must ensure thnt such findings arc addressed thTough payment corrections. 

An audit revealed that USAC did not apply the 0.85 percent interstate allocation factor 
cap discussed in Scction 54.301(a)(3) of the FCC's NICS when it calculated the 2001 LSS 
tme-up amounts for all cani'wt. When USAC lcarncd of this finding, USAC performed a 
rccalculation of Ihe 2001 LSS trmup amounts for all canicrs in a manner consistent with 
FCC rules. When USAC performed this rccalculation. it determined that North State was 
overpaid when the original 2001 LSS me-up was calculated. As such, USAC recovered 
the support that was ovcrpaid in the original 2001 LSS me-up calculation. 

North State filed s Letter of Appeal dated November 8,2004 stating that its inlmtate 
allocation factor was not in excess of the 0.S5 percent cap. North State had used its 2001 
unweighted interstate DEM &tor in i ts interstate allocation €actor. Pa the letter, thc 
values used to dctumine the interstate allocation factor were: 

U S  Factor: 
2001 Unweighted Interstate DEM 
Total -Interstate Allocation Factor: 

0.604718 
0.227690 
0.832468 

ZMW) L Srroe(, N.W., Sui= ~UJ, Washington. DC 20036 Voicc: 202776.02W Fax: 202.776.0080 
Vidt us online st h ~ p ~ % + ~ u r a M r = o m  
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- 
Mr. Gary Miller 
Page 2 
Junc 3,2005 

USAC used the following values when it recalculated 2001 LSS true-up amounts: 

LSS Factor: 
1996 Unweighted Interstate DEM: 
Total - htentatc Al101~tion Fact= 

0.604778 
0.302389 
0.907167 

When recalculations were pcrfome& USAC capped the above interstate allocation factor 
at 0.85 percent rather than 0.907167. USAC used the 1996 unwcighted intcrstatc DEM 
amount rather than the 2001 unweighted intcrstate DEM amount as listed above and 
provided by North Stale in its Lener of Appeal. 

Dircussion: 
From the inception of the LSS program, USAC’s practice has been to use the 1996 
unweighted inkstate DEM factor in the interstate allocation h tor  calculations pursuant 
to Section 54.301(a)(3) of the FCC NIW. The discrepancy between the 1996 unweighted 
intestate DEM used in USAC‘s 2001 LSS truus-up calculation and the factor cited in 
North State’s Letter of Appeal O C E ~  bccause North State provided its 2001 unweighted 
interstate DEM rather than its 1996 unweightcd interstate DEU 

USAC’s practicc of using the 1996 unweighted intcrstatc DEM in the determination of 
the interstate allocation factor is driven by the dam collected on the Ofice of 
Management and Budget (OMB) approved FCC Form LSSo (OMB Control No. 3060- 
0814). This PCC form only collects DEM data for 1996. Data line (060) collects the 
“1996 Interstate Unweighted Dial Equipment Minute (DEM) Factor w d  in 1996 Cost 
Study (n.nnnnnn)’”. Data Line (060) is the only approved data collection point for DEM 
on the FCC’s LSSc Form. Other than the 1996 DEM Weighting Factor collected on data 
line (070) of the LSSc Form, no other information associated with any DEM data is 
collected. 

When performing the recalculation of thc 2001 LSS truuc-up amounts, USAC dctcmincd 
that North State’s LSS Extor and 1996 unweighted intas*ac DEM faaor a c n d c d  the 
0.85 percent cap placed on the surn of these components. The sum ofNorth State’s LSS 
factor and 1996 unweighted intcrstate DEM factor using USAC’s numbers was 0.907167. 
as detailed above. Since this amount exceeds 0.85 percent. the cap was implemented in 
accordance with Section 54.301(~)(3) of the FCC’s rules. When USAC recalculated 
support for all carriers and applied thc 0.85 percent cap in a manna consistent with the 
FCC rules, USAC deknnined that North State was ovppaid U S  for 2001. Thus, USAC 
movered the amount overpaid to North State in mor. 

‘ FCC Form LSSc. OM3 Conto1 No. 3060-0814. 

~ 

P. 02 



- JUN-09-2005 THU 10:56 AH OREGON TELEPHONE CORP FAX NO. 15419324498 P. 03 . .  
. .- 

Mr. Gary Miller 
Page 3 
June 3,2005 

Deczsion on Appeal: Denied 

USAC hereby denies North Statc's Appeal. 

If you disagree with the USAC response to your Lettcr of Appeal, you may file M appeal 
with the FCC. Your appeal must be POSTMARKED within 60 days of the date of this 
letter. Failure to meet this requirement will result in autorndc dismissal of your appeal. 
If you are submitting your appeal via the United States Postal Savice. you should direct 
the appeal to: 

F e d d  Communications Commission 
Office of the Secrctary 
445-12'SWt, SW 
Room TW-A325 
Washington, M= 20554 

Documents sent by Federal Express or any other express mail should use the following 
address: 

Federal Communications Commission 

9300 East Hampton Drive 
Capitol Heights, MD 20743 

Offcc of the Secretary 

(8:OOA.M. - 5:30 P.M. ET) 

For hand-delivered or messenger-delivend items, please use the following address: 

Federal Communications Commission 
Office of the Secretary 
236 Mssachusctts Avenue, NE, Suite 110 
Washington, DC 20002 
(8:OOA.M. - 7:OO P.M. m) 

For security purposes, hand-delivered or rnesfngm-delivered documents will not be 
acceptcd if they arc encloscd in the envelope. Any envelopcs must be disposed of before 
entering the building. Hand deliveries must be held togethex with rubber bands or 
IBstenUS. 

Appeals may also be submitted to the FCC elcctronically, either by the Electronic 
Comment Filing System (ECFS) m by fax. The FCC mornmends filing with the ECPS 
to ensurc timely filing. Insmctions for using ECFS can be found on the ECFS page of 
the FCC web site. Appeals to the FCC filed by fax must be faxed to 202-418-0187. 
Electronic appeals will be conridered filed on a business day if they are received at any 
timc before 12:OO A.M. (midnight). Eastern Standard Time. Fax hansmissions Will bc 
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Mr. Gary Miller 
Page 4 
June 3,2005 

considered filed on a business day if the complete transmission is reccivcd at any time 
before 12:OO A.M. EST. 

Please be sure to reference CC Docket No. 96-35 on all unnmunications with the FCC. 
The appeal trausmission must also provide your company's name and study ana code. 
pIus necessary contact information including name, address, telephone number, fax 
number. and e-mail address of the person filing the appeal. Unless the appeal is filed 
using ECFS, please include a copy ofthc USAC lettu being appealed. 

USAC 
Univmal Service Adminimtive Company 

~ 
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February 26, 1998 

Ms. Magalie Roman Salas 
Secretary 
Federal Communications Commission 
1919 M Street, NW, Room 222 
Washmgton, DC 20554 

RE: Ex Parte Notice, CC Docket No. 96-45 

Dear Ms. Salas: 

On February 26, 1998, I visited with Mr. Steve Burnett from the Acwunting and Audits 
Division of the Common Canier Bureau. We discussed the attached list of issues related 
to the methodology surrounding the calculation of local switching support. 

An original and one copy of this ex parte notice are being filed. Please include a copy of 
this notice in the public record of these proceedings. 

Respectfully submitted, 

Kenneth T. Burchett 
Attachments - 1 

cc: 

Mr. Steve Burnett 
Accounting and Audits Division 
Federal Communications Commission 
2000 L Street, NW -Room 257 
Washington, DC 20036 

I:u(TB\sALASZ26WC GVNW INCIMANAGEMENT 
P.O. Box 230399. Portland. Oregon 972814399 . 7125 S.W. Hnmpton . Portland Oregon 977.23 . (503) 6247075. Fax (503) 6247076 

- . .- l-l.l--.--- 



GVNW’s Analysis of Switching Support Rules 
Items needing darification or  correction 

1. It appears that some data items are needed for the computation but are not included in 
the data submitted to the administrator per 54.301(b) 

k Accumulated depreciation by primary plant account 
Switching Reserve - Account 3 100 Subaccount 2210 
GSF Reserve - Account 3100 Subaccount 21 10 

B. Depreciation & Amortization Expense by primary plant acwunt 
Switching Depreciation & Amortization - Account 6560 Subaccount 2210 
GSF Depreciation & Amortization - Account 6560 Subaccount 21 10 

2. Items asked for but apparently not used in development of the Local Switching 
support 

A. Access Expense - Account 6540 
B. Deferred Charges - Account 1439 

3. It appears that 54.301(b) is requiring end of year investment data rather than average 
year data. It appears that the average is not determined until after all of the end of 
year amounts have been assigned to the local switching by way of the allocations 
developed in 54.301(c). Does this mean that the allocation factors that are developed 
in 54.301(c) are developed using the end of period investment collected in paragraph 
b? 

4. The allocations to switching in 54.301(c) fail to assign any ofthe direct switching 
investment i.e. Account 2210 Category 3. This investment should be assigned 100% 
to switching. 

5. The formulae for calculating the local switching revenue requirement appears to 
double count the depreciation by including it in 54.301(d)(2), but not excluding it 
from 54.301(d)(3). (Note: This w m  corrected in Errafu) 

6. It is not clear if the Depreciation included in 54.301(d)(2) is only that portion related 
to account 6560 subaccount 2210, or if it also includes that portion ofthe 2110 
subaccount of 6560 that has been allocated to local switching in 54.301(c). 

7. Is it the intent to use the maximum statutory Federal Income Tax rate for computing 
the FIT associated with the Unseparated Local switching Return, or should a data 
item be added to request the effective FIT rate for each company. 

8. There is no calculation of State Income Tax in the formulae. Is it the intent to include 
the SIT with the expenses in 54.301(d)(3). Ifthis is the case, it would be helphl to 
change the wording to clearly say expense and taxes (excluding FIT) in 54.301(d)(3). 



Local Switching Suppc 
Company Data Inpd 

1 CompanyName 
2 NECA Study Area Code 
3 Study Year 1998 
4 Effective FIT Rate 0.oOWX 

Local Switch Support Factor Inputs 
5 1996WeightedDEM 0.474360 
6 1996 Unweighted DEM 0.158120 
7 Study Year Umeighted DEM 0.158120 

4332 8 Study Year Access L i w  

Investment Inputs 

9 TPlS 
10 Teie. Piant - PHFU 
11 Tele. Plant - CWiP Mo3 
12 Tele. Piant - Tei. Plant Adjustment 2W5 
13 GSF 2110 
14 COE - Switching-Total 221 0 
15 COE- Switching, Cat 3 2210, cat. 3 
16 COE - Operator p x )  
17 COE ~ Transmission p30 
18 IOT 2310 
19 C&WF 2410 
20 Amort. Tang. Assets 2680 
21 in tang ih  2690 
22 RTE Stock included in 1402 
23 M&S 
24 Cash Working CadM 
25 Accwn. Depr:- T&l 
26 Accum. Depr. - GSF 
27 Accum. Depr. - COE Switching 
28 Accum. Amort - Tang. 
29 Accum. Amort - Intang. 
30 Accum. Am& - Other 
31 Net Def. Income Taxes 
32 Other Non-Current Assets 
33 Deferred Maint. and Retirements 
34 DeferredCharges 
35 Other Juris. Assets and Liab 
36 Customer Deposits 
37 Other Long Term L i a b i l i i  

Expense 6 Tax Inputs 
38 NetSupport Expenses 
39 General Support Expenses 
40 COE Expense ~ Switching 
41 COE Expense ~ Operator 
42 CDE Expense. Transmission 
43 IOTExpen~s 
44 C8WFExpenses 
45 0th. Prop.. Plant, &Equip. Exq. 
46 Network Op. Expense 
47 AccessExpenses 
48 Depr. and Amort. Exp. ~ Tatal 
49 Depr. and Amort. Exp. - GSF 
50 Dep. and Amort. ET. - COE Switching 
51 Marketing-. 
52 Services Expense 
53 COQ. Oper. Expnse - Executive 
54 Cop. Oper. Expense - m e r  
55 Operating State and Local Taxes 
56 Operating Other Tax- 
SI FITCredits 
58 Prov. for Def. Op. Income Taxes 
59 AFUDC 
M) Charitable Conh. 
61 Interest and related items 

1220.1 
Part 65.820(dl 

3100 
3100.21 I O  
3100.2210 
m 
5500 
3600 

41oO. 4340 
1410 
1438 
1 439 

1500,4370 
4040 
431 0 

6110 
61 20 
6210 
6po 
m30 
6310 
6410 
651 0 
6530 
6540 
6560 

6560.21 10 
6560.221 0 

6610 
6620 
6710 
6720 
7230 
7240 
721 0 
7253 
7340 

included in 7370 
7500 

Prior Year 
EndaaL 

12,709,950 
0 
0 
0 

2,379,594 
1.467.167 
1,379,992 

0 
2,030,379 

0 
6,261,883 
570.937 

0 
148.900 
47,330 
30.539 

0 
I ,259,156 
1,014,899 

7,462 
0 
0 
0 
0 
0 
0 
0 

29.346 
0 

6,935 
162,049 
1 19.292 

0 
57,482 

0 
284,634 

0 
136,oW 

0 
0 

168,759 
109,096 
94,- 
3G5.561 
189,667 
535,706 

0 
68,466 

0 
0 
0 

47.787 
509,699 

Study Year 
EndaaL 

14,240,946 
0 
0 
0 

2.763.623 
1 ;554;716 
1,467.541 

0 
2.41 1.229 

0 
6,727,891 
783.487 

0 
148,900 
5o.ooo 
30,939 

0 
1,397,590 
1,128,219 

41,323 
0 
0 
0 
0 
0 
0 
0 

30,ooo 
0 

8,697 
211,170 
136,479 

0 
57.541 

0 
331,049 

0 
177,135 
18,549 
0 

216,651 
113.321 
1 4 2 : k  
361.655 
m;Mo 
61 3,511 

0 
75,466 
0 
0 
0 

29,250 
608,847 



Local Switching Support 
Factor DeveloDment 

1 998 
Local Svltshlng Support Factor (54.5Ol(aMZ~)) 

1 1996 Unwelghtd DEM 
2 Muniple For A d d b  to E M  
3 Preliminary Wch Supporn Fadw 

nsx rest 
4 Preliminary W c h  Support Factor 
5 Study Year Umvtd DEM 
6 Total For Test 
7 Adivament I DM( 85% 

8 AdJusted LSS Fador 

Alloutlon Facton 

Fador 1 - W E  Cat ?J(221W222W22x)’231W2410) 

Fador 2 - W E  Cat YAFct 2 W l  

Factor 3. C M  Cat YAFct 2210 

Fador 4 - COE cat YAcd 2031 (Same as Fador 2) 

Factor 5 - (COE Cat 3tWE)’(COE @.Big 3 @.I 

Fador 6 .  W E  Cat 3/(22101222012230] 

Fador 7 - COE Cat 3 is 103% lmsl witchinp 

0.158120 
2 

0.316240 

0.516240 
0.158120 
0.47- 
0.WWm 

OJ1sUo 

Ptior Year Study Year 
1997 1998 

0.141401 0.137232 

0.108576 O.lOx)51 

0.940583 0.943929 

O.lOB576 0.1[M51 

0.128268 0.117712 

0.394560 0.370336 

1 . m  1.www 



Local Switching Support 
Allocations 

1998 
1997 

Unrep Unsep. 
Alloc. Prior Year Alloc. L O 4  

B E E n v n w B p t E n d B . a L - -  
Gross Investment 

1998 
Study Year 
EQdaaL 

0 
2,763,623 
1.467.541 
783.487 

0 
148,900 
50,000 
30,939 
0 
0 

Unsep 
AllOC. 
Each 

1998 
Unsep. 
Local 

w!!alnQ 

0 
379.259 

1,467,541 
107,520 

0 
15,344 
5,153 
3,188 

0 
0 

1,978,- 

1 Tele. Plant - Other 2002,2W3,2M35 2 0 0.108576 0 
2 GSF 2110 1 2,379,594 0.141401 336,477 
3 W E -  Switchina, Cat. 3 2210. cat. 3 7 1.379.992 1.000000 1.379.992 

O. lM051  
0.137232 
1.000000 

4 Amort. Tam. L e t s  2680 1 570.937 0.141401 my731 0.137232 
0.137232 
0.103051 

5 Intangibles 
6 RTBStock 

2690 1 0 0.141401 0 
included in 1402 2 148,900 0.108576 16,167 

7 M&S 1220.1 2 47,330 0.108576 5,139 
8 Cash Working Caphl  part65.82O(d) 2 30,539 0.108576 3.316 
9 Other NonCumnt Assas 1410 2 0 0.108576 0 

10 Defcrred Maint. and Retirements 1438 2 0 0.108576 0 

11 Total Gross Investment Attributable To Cat 3 1,821,821 

O.lM051 
0.103051 
0.103051 
0.103051 

Reserves. Deferals 8 Customer Deposits 
12 Accum. Dep. - GSF 3100.2110 
13 Accum. Depr. - W E  Switching 3100.2210 
14 Accum. Arnort 3400,3500,36M) 
15 Nut Def. InwrneTaxes 4100,4340 
16 Other Juris. Assets and Liab 1500, 4370 

4310 
17 Cuutomer Deposits 4040 
18 Other Long Term Liabilities 

19 Total R e s e w  Deferals 8 Cust Dep 

4 1,259,156 0.108576 136,714 
3 1,014.899 0.940583 954,597 
2 7,462 0.108576 810 
2 0 0.108576 0 
2 0 0.108576 0 
2 29,146 0.108576 3,186 
2 0 0.108576 0 

1,095,337 

1,397,590 0.103051 144.023 
1,128,219 0.943929 1,0M,958 

41,323 0.103051 4.258 
0 0.103051 0 
0 0.103051 0 

0 0.103051 0 

1,216,331 

761,674 

30,000 0.103051 3.092 

20 Net Investment 726,515 

Expense a Tax Inputs 
21 NdSupport Expenses 6110 
22 General Support Expenses 6120 
23 COE Expense 6210,6220,6230 

6510 

6560.21 10 
6560.2210 

24 0th. Prop., Plant. 8 Equip. Eq. 
25 Network Op. Expense 6530 

28 Marketins Exp. 6610 
29 Services Expense 6620 

26 Depr. and Anwrl. Exp. - GSF 
27 Depr. and Amort. Exp. ~ W E  Swi 

30 Cop. Oper. Ewnse 6710, 6720 
31 Operating State and Local Taxes 7230 
32 Operating Mher Taxes 7240 
33 Pmv. for Def. Op. lnmrnc Taxes 7250 
34 Charitable Contr. included in 7370 

2 
1 

6,935 
162,049 
176,774 

0 
136,004 
168.759 
109,096 
94.809 

0.108576 
0.141401 
0.394560 
0.108576 
0.108576 
0.108576 
0.94oYu 
0.108576 
0.108576 
0.128268 
0.108576 
0.108576 
0.108576 
0.108576 

753 
22,914 
69.748 

0 

8.697 0.103051 896 
211,170 0.137232 28,979 
194.020 0.370036 71,794 

0 0.103051 0 
177,135 0.103051 18,254 
216,651 0.103051 22,326 
113,321 0.943929 106,967 
142.455 0.103051 14.680 

6 
2 
2 
4 
3 

14,767 
18,323 

102.614 
2 10.305 
2 
5 

305,561 
725,373 

33;176 
93,042 

361:655 0.103051 37;269 
815,531 0,117712 95,997 

2 0 
68,466 

0 
47,707 

0 0 0.103051 0 
2 
2 
2 

7,434 
0 

5,189 

75.466 0.103051 7.777 
0 0.103051 0 

29,250 0.103051 3,014 

35 TotalDgenses 378,264 407.954 

0 0.103051 0 36 AFUDC 
37 Interest and related items 
38 FITCredits 

7340 2 0 0.108576 0 
7500 2 509,699 0108576 55,341 
7210 2 0 0.108576 0 

~~ 

608.847 0.1oM51 62.742 
0 o.io3ffii 0 



Local Switching Support 
Calculation of Support 

1998 

Calculation of Unseparated Local Switching Revenue Requirement (54.301(d)) 
Ending Ending 1998 

Prior Year Study Year Study Year 
1997 1998 Average 

Step I (Part 54.301(d)(I)) 
1 Gross Investment in Local Switching $i9a2i,a2i $1,978,005 
2 Reserves, Deferral & Cust. Deposits $1,095,307 $1,216,331 
3 COE Cat 3 Net Investment $726,515 $761,674 $744,094 
4 Authorized Rate of Retum 11.25% 
5 Return Component $83.71 1 

Step 2 (Part 54.301(d)(Z)) 
1 COE Cat 3 Depr. (Incl. both 2110 & 2210 Related Depr.) 

Step 3 (Part 54.301(d)(3)) 
1 Expenses 

Step 4 (Part 54.301(d)(4)) 
1 Return on Investment 
2 Account7340 
3 Account7500 
4 Account7210 
5 Total Reductions 
6 TaxBase 
7 Federal Income Tax Rate 
8 FIT Gross Up Rate (1-Fed. Inc. Tax Rate) 
9 Federal Income Tax 

Local Switching Revenue Requirement (Sum of Steps 1 through 4) 

Calculation of Swithing Support (54.301(a)(I)) 

1 Local Switching Revenue Requirement 
2 Local Switching Support Factor 

3 Local Switching Support 

$129,293 

$278,661 

$a3,7i I 
$0 

$62,742 
$0 

$62,742 
$20,968 

0.00% 
0.00% 

$0 

$491,665 

$491,665 
0.316240 

$155,484 


